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Docket No. SW-03575A-07-0305IN THE MATTER OF THE APPLICATION OF
SANTA CRUZ WATER COMPANY AND PALO
VERDE UTILITIES COMPANY TO AMEND
DECISION no. 68498 PURSUANT TO A.R.S.
SECTION 40-252.

Docket No. W-03576A-07-0305

COMMENTS TO STAFF REPORT

I. Preliminarv Statement.
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12 Santa Cruz Water Company and Palo Verde Utilities Company (collectively, "Global

13 Utilities") respectfully file these comments to the Staff Report.

1 4

15 The issue in this case is whether to re-instate the order preliminary covering the areas

16 currently served by the 387 Districts. The Global Utilities currently serve as the manager and

17 operator of the 387 Districts, but the Global Utilities propose to bring this area under the

18 Commission's authority by adding it to their existing CC&Ns. The public interest strongly favors

19 such a re-instatement because it will bring Commission oversight to the services provided to the

20 thousands of customers in this area. Staff recommends denial because the Global Utilities are

21 technically out of compliance in another docket, due to some matters that are the subject of a

22 pending motion for extension of time. However, separately, Staff has recommended that this

23 motion for extension of time be granted, which would cure the compliance issue raised by Staff.

24 Staff also raised a technical issue about the adequacy of Santa Cruz's production capacity. Staff' s

25 concern is misplaced because it seeks to extend potable water standards to non-potable irrigation

26 Arizona Corporation Commission

27 DOCKETED
services.
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1 11. Overview.

2 Commis s ion  is s ue d  De cis ion  No.

3

4

5

On  Fe b ru a ry 2 3 ,  2 0 0 6 ,  th e 68498  (the  "Orde r

P re limina ry") which gra nte d the  Globa l Utilitie s  a n orde r pre limina ry for the  a re a s  s e we d by the

387  Dome s tic  Wa te r Improve me nt Dis tric t a nd  the  387  Wa s te wa te r Improve me nt Dis tric t

(colle ctive ly, the  "387 Dis tricts "). The  Globa l Utilitie s  curre ntly s e rve  a s  the  ma na ge rs  a nd

6 ope ra tors  of the  387 Dis tricts . The y took ove r tha t role  in re sponse  to a  cris is  involving the  387

Dis tricts .7
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Ma ny pa rts  of northe rn P ina l County fa ce d e xtra ordina ry growth ove r the  la s t fe w ye a rs .

Unfortuna te ly, the  387 Dis tricts  we re  not a ble  to  cope  with  this  growth. The  387 Dis trict's

difficultie s  cre a te d a  cris is  s itua tion.1 At the  re que s t of s ta te  a nd loca l officia ls , the  Globa l

Utilitie s  re solved this  cris is  by inte rconnecting the ir sys tems to the  sys tems of the  387 Dis tricts .

The  Commis s ion found tha t "the  Compa nie s  ha ve  be e n pla ce d in  a  unique  s itua tion

because  they were  asked to inte rcede  in an emergency s itua tion to continue  wate r and wastewater

se rvice s  to cus tome rs  in the  e xte ns ion a re a ...."2 The  Commiss ion a lso s ta te d tha t a s  "a  re sult of

the  e me rge ncy s itua tion, P a lo Ve rde  a nd S a nta  Cruz inte rconne cte d the ir sys te ms  with the  387

Dis tricts  in orde r to continue  wa te r a nd wa s te wa te r s e rvice  to the  cus tome rs  in the  propos e d

Although these  inte rconnections  were  made  with the  knowledge  and approva l of

the  Arizona  De pa rtme nt of Environme nta l Qua lity ("ADEQ") a nd  in  a ccorda nce  with  good

e ngine e ring a nd ope ra tions  pra ctice , due  to the  e me rge ncy na ture  of the  work, a pprova l pe rmits

we re  not obta ine d. The re fore , the  Commis s ion  orde re d  the  Globa l Utilitie s  to  file  ADEQ

Approva ls  of Cons truction ("AOC") for the  wa te r and was tewa te r inte rconnections .

On January 2, 2007, the  Globa l Utilitie s  filed a  motion for extens ion of time  conce rning the

AOCs . S ta ff the n  ve rba lly a dvis e d  the  Globa l Utilitie s  tha t S ta ff be lie ve s  tha t motion  for

e xte ns ions  of time  a re  not pe rmitte d for Orde rs  P re limina ry. S ta ff re comme nde d tha t the  Globa l
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1 See  Order Pre liminary a t Finding of Fact No. 37.
2 Order Pre liminary a t Finding of Fact No. 42.
3 Order Pre liminary a t Finding of Fact No. 37.
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P re limina ry. The  Globa l Utilitie s  a gre e d to do s o. Accordingly, the  Globa l Utilitie s  file d this

ca se , a sking tha t the  AOC de a dline s  be  e limina te d, which would se rve  to re ins ta te  the  Orde r

4
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Pre limina ry.

ADEQ ha s  a dvis e d  the  Globa l Utilitie s  tha t no  AOC wa s  ne e de d  fo r the  wa te r
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inte rconnection. Thereafte r, ADEQ issued the  AOC for the  wastewater interconnection. Because

no AOC is  ne e de d for the  wa te r inte rconne ction, a nd be ca us e  the  AOC for the  wa s te wa te r

interconnection has a lready been issued, the  Global Utilities  request that the  Order Preliminary be

amended to e liminate  the  AOC requirements . Again, the  interconnections were  made with the  full

knowle dge  a nd a pprova l of ADEQ. ADEO's  de la y in is s uing the  AOC s hould not de prive

customers in this area of the Commission's protection and oversight.

The  Commission found tha t "issuance  of an Order Pre liminary brings the  extension areas

unde r Commiss ion jurisdiction which will a llow for continued ove rs ight by the  Commiss ion tha t

a ll requirements  a re  met prior to the  issuance  of a  fina l Order."4 Amending the  Order Pre liminary

to e liminate  the  AOC requirements will a llow the Commission to preserve these  benefits .
2
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<1- 1 6 111. The public  interes t s trongly s upports  re-ins tating the Order Preliminarv.
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Although the  Global Utilities  can continue  to opera te  as  the  managers  of the  387 Districts

inde finite ly, they s trongly pre fe r to include  these  a rea s  in the ir CC&Ns, so tha t the se  a rea s  fa ll

unde r the  jurisdiction a nd prote ction of the  Commiss ion. The  Globa l Utilitie s  a re  ultima te ly

owned by Global Water Resources , LLC ("Global Parent"). Globa l Parent's  business  model is  to

own regula ted utilitie s , ra the r than to opera te  unregula ted utility bus inesses . The  Globa l Utilitie s

be lieve  tha t the  customers  in the  387 District a reas  deserve  the  same protections  and rights  tha t

the ir othe r cus tomers  have . Accordingly, the  Commiss ion should act to re -asse rt its  jurisdiction

over these areas by re-instating the Order Preliminary.
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27 4 Order Preliminary at page 11.
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1 Iv. Compliance Issue.
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S ta ff did not a ddre s s  the  broa de r public  inte re s t is s ue s  dis cus s e d both a bove  a nd in  the

Orde r P re limina ry. Ins te a d, the ir re comme nda tion for de nia l is  ba s e d on a  complia nce  is s ue . The

c omplia nc e  is s ue  invo lve s  De c is ion  No . 68448 , whic h  re qu ire d , a mong  o the r th ings ,  tha t the

Globa l Utilitie s  obta in: (l) ma in e xte ns ion a gre e me nts  for P ha s e  I, (2) a  De s igna tion of As s ure d

Wa te r S upply ("DAWS "), a nd  (3) a  P ina l County Fra nchis e . For va rious  re a s ons , mos t nota bly

the  ove ra ll de c line  in  the  ra te  of de ve lopme nt of ra w la nd, thos e  ite ms  ha ve  be e n de la ye d. The

Globa l Utilitie s  file d  a  motion for e xte ns ion of time  re ga rding thos e  ite ms  on Fe brua ry 2 , 2007.

On Augus t 28 , 2007 , S ta ff file d  a  S ta ff Re port re comme nding  tha t the  motion  for e xte ns ion  of

time  be  gra nte d. The re  ha s  be e n no oppos ition to  the  e xte ns ion of time , a nd if it is  gra nte d, the

Globa l Utilitie s  will be  in  fu ll complia nce . The S ta ff Re port in this  ca s e  a cknowle dge s  tha t S ta ff' s

re comme nda tion s hould be  re -e va lua te d if the  motion for e xte ns ion of time  is  gra nte d. Thus , this

is s ue  ma y be  moot by the  time  of the  he a ring. But if it is  not, re quiring the  Globa l Utilitie s  to ke e p

a n unre gula te d re ve nue  s tre a m s e e ms  like  a n ill-fitting pe na lty. More ove r, this  pe na lty would fa ll

he a vie s t on the  387 Dis trict's  cus tome rs , who would re ma in outs ide  the  Commis s ion's  prote ction.
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16 v. Capacitv Issue.
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The  e ngine e ring me mo a tta che d to the  S ta ff Re port a s s e rts  tha t S a nta  Cruz la cks  a de qua te

ca pa city. The  Globa l Utilitie s  re s pe c tfu lly d is a gre e . In  a ny e ve n t,  S ta ff c onc lude s  tha t th is

p ro b le m  will b e  re s o lve d  b y two  p ro b  e c ts  th a t a re  u n d e r-wa y a n d  will s o o n  b e  c o m p le te d .

Accordingly, this  fa ctor did not a ffe ct S ta ffs  a na lys is .

The  two proje c ts  me ntione d by S ta ff a re : (1) a  3 .5  million ga llon s tora ge  ta nk a t Ra ncho

Mira ge , a nd (2) a  2,800 ga llons  pe r minute  we ll a t Ra ncho Mira ge . In both ca s e s , the  cons truction

ha s  be e n comple te d a nd S a nta  Cruz is  a wa iting fina l AOC docume nta tion from ADEQ.

Howe ve r, e ve n  if the s e  pro je c ts  d id  not e xis t, S a nta  Cruz be lie ve s  tha t it ha s  a de qua te

ca pa c ity. S ta ffs  a na lys is  is  ba s e d  on the  to ta l "s old" volume s  of the  s ys te m - both  pota ble  a nd

non-pota ble . S ta ff the n a pplie s  a  pota ble  wa te r ca pa city s ta nda rd to conclude  tha t the  s ys te m la cks

ca pa city. The  Globa l Utilitie s  dis a gre e  with this  a pproa ch for s e ve ra l re a s ons :

4
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"P umpe d" volume s  more  a ccura te ly re fle ct the  de ma nd of the  s ys te m. Employing

"sold" volume s  a s  a  de te rmina tion of ca pa city ignore s  the  diffe re nce s  in billing cycle s ,

account establishment and fluctua tions in accounting for overages and underages which

4
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can skew the data .

Sta ffs  ana lysis  does  not diffe rentia te  be tween true  potable  demand, and other demands

(cons truction, irriga tion, e tc). De live ry of ra w wa te r to  cus tome r-owne d s tora ge

impoundme nts  a llows  gre a te r fle xibility in  de live ry, s o tha t the  non-pota ble  wa te r

system does not have  to be  able  immedia te ly meet peak demand, as  is  the  case  with the

potable  water system.
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Santa  Cruz's  potable  water system has more  than enough capacity to meet potable  demand.

The  Globa l Utilitie s  ma ke  a  point of e ns uring tha t the y s ta y we ll a he a d of growth thorough

rigorous  planning. A summary of Santa  Cruz's  potable  wa te r capacity and demand is  a ttached a s

Exhibit l. As  can be  seen, during the  peak month, Santa  Cruz had 14,225 cus tomers , who used an

average  of 386 ga llons  pe r day. Thus , the  peak month demand is  5,490,850 ga llons . Santa  Cruz's

current we ll capacity is  7,400 ga llons  pe r minute  (rpm), which can produce  more  than 10.6 million

ga llons  pe r da y. ADEQ ca lcula te s  "firm ca pa city" by e limina ting the  la rge s t wa te r s ource , to

ensure  the  sys tem can withs tand an unanticipa ted fa ilure . Santa  Cruz's  la rges t we ll is  2,300 rpm,

le a ving 5,100 rpm of firm production, which ca n produce  more  tha n 7.3 million ga llons  pe r da y.

This  is  subs ta ntia lly more  tha n the  pe a k month de ma nd of 5 .4 million ga llons . More ove r, S a nta

Cruz a lso has  4 million ga llons  of s torage . Thus , tota l da ily capacity (s torage  + firm production) is

11.3 million ga llons , aga ins t a  demand of only 5.4 million ga llons .

23 VI. Conclusion.

24 For these  reasons , the  Globa l Utilitie s  respectfully request tha t the  Order Pre liminary be  re -

instated as described above.25
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1 RESPECTFULLY SUBMITTED this  17th day of September 2007.

2 ROSHKA DEWULF & PATTEN, PLC
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Micha e l W. Pa tte n
Timothy J . Sabo
One  Arizona  Cente r
400 East Van Buren Stree t, Suite  800
P hoe nix, Arizona  85004
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Lyn A. Fa rme r, Esq.
Chie f Adminis tra tive  La w Judge
He a ring Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007
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Chris topher C. Kempley, Esq.
Chie f Counse l, Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007
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Ernest G. Johnson, Esq.
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007
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2006-hl()n118/yEAuR

2007

NUMBER OF
CUS TOMERS

POTABLE GALLONS

SOLD

(Thousands)

POTABLE GALLONS

PUMPED

(Thousands)

GALLONS

PURCHASED

(Thousands)

JULY 11593 110,803 139,54C

AUGUS T 11793 146,114 134,32C

S EP TEMBER 11971 145,65C 128,431

OCTOBER 12424 112,114 130 a8=

NOVEMBER 12577 110,728 119129C

DECEMBER 12744 108,681 106,456

JANUARY 12835 85125€ 94,052

FEBRUARY 12959 94,468 89,493

MARCH 13246 73,753 116,932

APRIL 13635 115,541

115,004

124,526

1383C 147,187MAY
J UNE 1422= 157,957 183,25C

JULY 1448C 181_77= 181,337

1,557,842 1,695,202 c

183,25C
14225

AC
see

4
2300
7400

Water Use Peak Month (June):
Number of Connections Peak Month
Number of Days Peak Month
Average Daily Water Use Peak Month (gal/day-serv
Existing storage (MG)
Largest producing well source (rpm)
Total Well source production (Potable)

i *

Santa Cruz Water Company
Potable Water Use Data

TOTALS )

Average Daily Demand 4280813507

Potable flows include residential and commercial, as well as all potable pumped for construction, lake, and HONirrigation


